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SUBJECT: LETTER EROM FINANCE MINISTER TO SECRETARY REQUESTING 
U.S. ECONOMIC ASSISTANCE 

REF: MADRID 560 

1 . MINISTER OE EINANCE VILLAR MIR HAS ASKED ME TO EOR- 
WARD TO SECRETARY KISSINGER A LETTER (EMBASSY TRANSLA- 
TION OE WHICH EOLLOWS) SPELLING OUT IN DETAIL REQUESTS 
EOR U.SM ECONOMIC ASSISTANCE TO SPAIN AND PROPOSING GOS 
MISSION AT DIRECTOR GENERAL (ROUGHLY ASSISTANCE SECRETARY) 
LEVEL TO WASHINGTON WEEK OF FEB 16. LETTER IS EOLLOW-UP 

TO VILLAR MIR'S DINNER CONVERSATION WITH SECRETARY JAN 24. 

2. SPECIEICALLYN VILLAR MIR CITES DIEFICULT ECONOMIC 
SITUATION LACING SPAIN, PARTICULARLY PROM GROWING 
POREIGN INDEBTNESS, STRESSES NEED TO AVOID ECONOMIC 
TRAUMA IP POLITICAL EVOLUTION IS TO BE MAINTAINED, AND 
CALLS AMONG OTHER THINGS EOR POLLOWING: 

A. GRANTING OP GSP 

B. NO U.S. QUOTAS ON SHOES AND HIDES 

C. INCREASED CREDITS PROM EXIM WITH PEWER DEMANDS FOR 
GOVERNMENT GUARANTEES 

D. AN APPROXIMATELY 15 YEAR, LOW INTEREST USG LOAN WITH 
5-YEAR GRACE PERIOD EOR 1/3 TO 1/2 OF $I I BILLION FOREIGN 
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E. A 4 OR 5 MAN MISSION TO WASHINGTON THE WEEK OE EEB 16 
OR 23 BY OEFICIALS OE THE MINISTRIES OE EINANCE, INDUSTRY 
AND COMMERCE 

E. A MINISTERIAL MISSION TO WASHINGTON IN MARCH OR EIRST 
HALF OF APRIL TO FINALIZE AN AGREEMENT. 

3. FOLLOWING IS INFORMAL TRANSLATION OF FULL TEXT OF VILLAR 
MIR'S LETTER: 

BEGIN QUOTE. MR. SECRETARY: I AM WRITING TO YOU TO CON- 
TINUE AND TO CONFIRM OUR CONVERSATION AT THE DINNER IN 
MADRID LAST SATURDAY, JANUARY 24. THE PURPOSE OF THIS 
LETTER IS: 

-TO SPELL OUT THE PROBLEM AREAS AND 

TO SUGGEST A PROCEDURE TO BE FOLLOWED FOR PROVIDING 

EFFECTIVE ECONOMIC ASSISTANCE FROM THE U.S. TO SPAIN. 

1. BACKGROUND 

1.1 THE U.S. HAS REPEATEDLY EXPRESSED ITS DESIRE TO 
HELP SPAIN AT THIS TIME WHEN OUR COUNTRY IS ENTERING A 
NEW STAGE. 

1.2 THE AGREEMENTS SIGNED JANUARY 24 BY THE FOREIGN 
MINISTERS OF THE U.S. AND SPAIN INCLUDE PROPOSALS FOR 
COOPERATION IN VARIOUS FIELDS, AND PARTICULARLY IN ECONOMICS 
(ANNEX NO. 2 SIGNED ON THE SAME DATE). 

1.3 THE AGREEMENTS THAT WERE SIGNED REPRESENT EXCELLENT 
DECLARATIONS OF INTEREST IN ECONOMIC COOPERATION. 
REALISTICALLY, IT IS NECESSARY TO SPELL THESE OUT IN 
CONCRETE AND QUANTIFIED PROPOSALS. 

1 .4 THERE ARE IMPORTANT COMMERCIAL AND INDUSTRIAL TIES 
BETWEEN THE U.S. AND SPAIN. 

SPANISH-U.S. TRADE IS SERIOUSLY UNBALANCED IN FAVOR OF 
THE U.S. WITH A SPANISH TRADE DEFICIT WITH THE U.S. OF 
$1.7 BILLION A YEAR. 

INDUSTRIAL COOPERATION SHOULD BE INCREASED, BOTH THROUGH 
INVESTMENTS BY AMERICAN FIRMS AND BY THE PURCHASE OF 
AMERICAN MACHINERY AND EQUIPMENT FINANCED BY EXIM BANK. 

1.5 SPAIN IS GOING THROUGH A TRULY DIFFICULT 

ECONOMIC SITUATION, AND IF THE ECONOMIC PROBLEMS ARE NOT 
RESOLVED WITH THE NECESSARY FOREIGN COOPERATION, 

THEY COULD MAKE IT IMPOSSIBLE TO ACHIEVE THE GOAL OF 
POLITICAL EVOLUTION WHICH IS ONLY POSSIBLE IN A CLIMATE 
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OF ECONOMIC STABILITY. 

1.6 U.S. SUPPORT TO THE SPANISH ECONOMY WOULD PERMIT: 

THE CONTINUED DEVELOPMENT OF OUR COUNTRY UNDER A 
FREE MARKET ECONOMIC SYSTEM AND 

ACHIEVEMENT OF A SATISFACTORY RELATIONSHIP OF INTERNA- 
TIONAL COOPERATION BETWEEN THE U.S. AND OTHER COUNTRIES 
PROVIDING AN EXAMPLE APPLICABLE IN THE FUTURE TO OTHER 
COUNTRIES. 
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2. POSSIBLE AREAS OF COOPERATION: ACTIVE COOPERATION BY 
THE U.S. IS SEEN AS NECESSARY IN THE EOLLOWING FIELDS: 
FOREIGN TRADE 
INDUSTRIAL DEVELOPMENT 
FOREIGN FINANCING 

2.1 FOREIGN TRADE: THE AREAS WHERE FUNDAMENTAL 
PROBLEMS ARE PENDING ARE THE FOLLOWING: 

2. LI TO GRANT GSP IN CONFORMITY WITH THE U.S. TRADE ACT 
OF 1974 AND AS CALLED FOR IN ARTICLE 6 OF ANNEX 2. 

2.1.2 THAT, IN ACCORDANCE WITH ARTICLE 2 OF THE LAST 
PARAGRAPH OF ANNEX 2, QUOTAS NOT BE PLACED ON SPANISH 
EXPORTS OE SHOES AND HIDES. 

2.1.3 CLARIFICATION OF REGULATIONS APPLICABLE TO IMPORTS 
FROM SPAIN OF BOTTLED EOOD PRODUCTS, INCLUDING OLIVES. 

2.2 INDUSTRIAL DEVELOPMENT 

2.2.1 PROMOTION OE U.S. INDUSTRIAL INVESTMENT IN SPAIN 
THROUGH THE NECESSARY CREATION OF A POSITIVE INVESTMENT 
CLIMATE. 
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2.2.2 EXIM FINANCING. TO FACILITATE EXPORTS OE MACH- 
ERY AND EQUIPMENT FROM THE U.S. TO SPAIN FOR THE BENEEIT 
OF BOTH, EXIM SHOULD BE ENCOURAGED TO UNDERTAKE TWO 
FUNDAMENTAL STEPS: 

INCREASE CREDIT LIMITS FOR SPAIN 

REDUCE ITS DEMANDS FOR GUARANTEES ON PRIORITY INDUSTRIAL 
PROJECTS PROMOTED BY GOVERNMENT. 
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2.2.3 ALSO OF INTEREST EOR PURPOSES OF AGRICULTURAL DEVELOP- 
MENT AND LAND REEORM WOULD BE: 

TECHNICAL ASSISTANCE 
EINANCIAL ASSISTANCE 

2.3 EOREIGN A EINANCING 

SPAIN'S EOREIGN DEBT AT THE END OE 1975 WAS APPROXIMATELY 
$8.7 BILLION. 

THE CURRENT ACCOUNT DEEICIT IN 1974 WAS $3.1 BILLION AND 
IN 1975 $2.9 BILLION. 

IN 1976 THERE WILL INVITABLY BE ANOTHER DEFICIT ON THE 
ORDER OF 2.5 BILLION. 

BASED ON THAT, IF FOREIGN EXCHANGE RESERVES ARE TO BE 
MAINTAINED AT THEIR PRESENT LEVEL, A NECESSARY FACTOR FOR 
STABILITY IN THE SHORT TERM, EOREIGN DEBT AT THE END OE 
1976 WOULD EXCEED $11 BILLION. 

REPAYMENT OE PRINCIPAL AND INTEREST ON THIS DEBT IMPLIES 
AN ANNUAL PAYMENT IN EXCESS OE 2 BILLION DURING THE NEXT 
SIX YEARS, AN AMOUNT THE SPANISH ECONOMY CANNOT HANDLE 
WITH OUT GRAVE DIFEICULTIES. 
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IN ORDER TO ALLOW EOR A NORMAL EVOLUTION OF THE SPANISH 
ECONOMY AND A CORRECTION IN OUR CURRENT DEFICIT 
WITHOUT PRODUCING ECONOMIC TRAUMA IN THE COUNTRY, IT IS 
NECESSARY TO OBTAIN LONG-TERM CREDITS (ON THE ORDER OF 
15 YEARS WITH A EIVE YEAR GRACE PERIOD) AND AT LOW IN- 
TEREST, SOMETHING WHICH IS PRACTICAL ONLY THROUGH GOVERNMENT 
TO GOVERNMENT LOANS. 

THE THREE POSSIBLE SOURCES FOR SUCH AID ARE: 

THE U.S. 

COMMON MARKET COUNTRIES 
OIL PRODUCERS 

NEGOTIATION WITH THE U.S. EOR AMOUNTS OE FROM 1/3 TO 1/2 
OF THE DEBT ESTIMATED AS OF THE END OF 1976 IS CONSIDERED 
NECESSARY BOTH IN ITS OWN RIGHT AND AS A PRECEDENT FOR 
NEGOTIATIONS WITH OTHER COUNTRIES. 

3. THE NEXT STEPS EOR DISCUSSING THESE POINTS IN DETAIL 
WITH U.S. GOVERNMENT OFEICIALS SHOULD BE THE 
EOLLOWING: 

DURING THE WEEK OF FEBRUARY 16 OR EEBRUARY 23 A SPANISH 
MISSION OF FOUR OR FIVE PERSONS AT THE DIRECTOR GENERAL 
LEVEL EROM THE MINISTRIES OE EINANCE, INDUSTRY AND COMMCECE 
WOULD GO TO WASHINGTON TO DISCUSS THESE SUBJECTS WITH U.S. 
GOVERNMENT OFEICIALS. 

AETER THE NECESSARY DETAILED STUDIES, A SPANISH 
MISSION AT THE MINISTERIAL LEVEL WOULD GO TO WASHINGTON 
TO FINALIZE THE AGREEMENT. GIVEN THE URGENT NATURE OF 
THESE ECONOMIC PROBLEMS, IT WOULD BE HELPEUL FOR THE 
MINISTERIAL MISSION TO BE ABLE TO PLAN NOW TO GO IN 
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MARCH, OR, IF LATER, DURING THE FIRST TWO WEEKS OE APRIL. 

MY THANKS TO YOU, MY DEAR MR. SECRETARY, FOR THE TIME 
YOU HAVE DEVOTED TO COOPERATION BETWEEN THE U.S. AND 
SPAIN. I AM CONFIDENT THAT WITH THE POLITICAL WILL TO 
HELP US THAT TRULY EXISTS IN THE GREAT AMERICAN NATION, 

WE SHALL BE ABLE TO HANDLE, WITHOUT DELAY, THESE GRAVE 
ECONOMIC PROBLEMS FOR SPAIN, THE SOLUTION OE WHICH REQUIRES A 
FIRM AND FAVORABLE ATTITUDE FROM THE U.S. 

I AWAIT YOUR REPLY AND IN PARTICULAR THAT YOUE SET THE DATES 
FOR THE VISIT OF OUR MISSION IN FEBRUARY. 

VERY SINCERELY, 

SIGNED 
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4. EMBASSY COMMENTS FOLLOW SEPTEL. 
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